
MAY 2017 QUARTERLY BUSINESS REVIEW 
This BPA-approved financial information was made publicly available on April 28, 2017. 

Quarterly Business Review (QBR) 

May 2nd , 2017 

9:00 am ï 11:15 am 
Rates Hearing Room 

 

To participate by phone, please dial: 1-650-479-3208  

When prompted, enter access code:UgibN832 

   

WebEx Meeting 
Meeting Number: 992 792 819        

Meeting Password: UgibN832  
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Here at BPA we take safety very seriously. Our motto is ñNo job is so important and no service so urgent that 

we cannot take time to perform our work safely.ò In the event that the alarm sounds during this meeting, 

please calmly file out the exit nearest you and meet in Holladay Park for further instructions.  

https://usdoe.webex.com/usdoe/j.php?MTID=m039cf88cae41635078700a88eda21f55
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May 2, 2017 ~ QBR Agenda 

Time Min Agenda Topic Presenter 

9:00 5 Review Agenda Alex Lennox 

9:05 40 QBR 101 
Alex Lennox, Anna-Lisa Miller, Will Rector 
Cheryl Hargin, Kathy Rehmer, Brenda 
Weller 

Financial Highlights 

9:45 15 CFO Spotlight Javier Fernandez 

10:00 40 

Á Review of 2nd Quarter Financial Results 
Á Review of 2nd Quarter Forecast 
Á Review of YTD Financial Reserves & 2nd Quarter Forecast 
Á Application of $70 Million of Power Reserves in FY 2017 

Alex, Lennox, Cheryl Hargin, Danny Chen, 

Anna-Lisa Miller, Will Rector, Damen 

Bleiler, Marcus Harris 

10:40 10 Review of 2nd Quarter Capital Financial Results & Forecast Kathy Rehmer, Anna-Lisa Miller 

10:50 5 Capital Project Status Report Dennis Naef 

10:55 15 Slice Reporting Jenny Hurlburt, Janice Johnson 

Other BPA Topics 

11:15 ~ Adjourn ~ 
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FCRPS 
Á The Second Quarter End-of-Year (EOY) forecast of Adjusted Net Revenue is $(2) million. This is 

$41 million lower than the rate case forecast.   

ÅThe Rate Case forecast of Adjusted Net Revenue for the FCRPS was $39 million and the Start-of-
Year forecast was $(33) million.  

ÅWorkgroups across the agency worked extensively to reduce spending for the remainder of the 
year, resulting in a forecast reduction in expense of  
$46 million from the first quarter. 

 

Power Services 
Á The Second Quarter EOY forecast for Power Modified Net Revenue is $(70) million. This is a $29 

million decrease from the rate case forecast.   

ÅPowerôs rate case forecast of Modified Net Revenues was $(41) million and Start-of-Year was $(75) 
million.  

Å Revenues are $31 million less than the rate case forecast due to lower preference customer and 
industrial power loads.  The 4(h)(10)(C) treasury credit is also down as a result of a one year reduction in 
fish and wildlife programmatic expense forecast along with lower replacement power purchase costs for 
fish mitigation.  Partially offsetting these lower revenues are higher secondary sales due to exceptional 
water supply. 

Å Expenses (total expenses net of the Power Net Revenue Modification) are $3 million less than the rate 
case forecast. Power fully allocated the $30 million undistributed reduction at the second quarter.  
Additionally, Agency Services reduced support costs by $11 million and fish and wildlife expenses also by 
$11 million. These reductions were offset by higher winter power purchases and transmission and 
ancillary service expense. 

Å Half of the fiscal year remains where important net revenue drivers such as hydrological conditions and 
electricity market prices remain uncertain.   
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Transmission Services  
Á The Second Quarter EOY forecast for Transmission Net Revenues is $67 million. This is a 

$13 million decrease from the rate case forecast.   

ÅThe Net Revenue Rate Case forecast was $80 million and the Start-of-Year forecast was $42 million.  

Á The revenue forecast is $19 million lower than the rate case driven by lower Point-to-Point 

revenues and a decrease in Variable Energy Balancing Service for Wind. The Second quarter 

EOY forecast increased $5 million from the Q1 forecast due to an increase to Network revenues 

from colder than normal temperatures, and an increase in reservation fees associated with Point-

to-Point Long-Term deferrals.  

Á The expense forecast is $6 million lower than rate case mainly due to a lower interest expense 

forecast.  Transmission fully allocated its $2 million undistributed reduction at the second quarter.  

The decreases are offset somewhat by the expectation that operating expenses will be $2 million 

higher than the rate case due to anticipated non-wires efforts and support work on Key Strategic 

Initiatives.  
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2nd Quarter Review ï FCRPS Executive Highlights 
($ in Millions)

A B C

FY 2016 FY 2017 FY 2017

Actuals/2 Start of Year/2
Current 

Quarter 

Review/2

1. Revenues 
/1

3,455 3,588 3,615

2. Expenses 
/1

3,178 3,298 3,281

3. Net Revenues (Expenses)
 /1,3

277 290 333 /7

4. Adjusted Net Revenues 
/4

(31) (33) (2) /7

5. End of Year Financial Reserves 
/5

724 948 613 /7

6. BPA Accrued Capital Expenditures 
/6

759 761 560

Footnotes

<1 The actuals for Revenues, Expenses and Net Revenues are audited.

<2 Does not reflect power "bookout" transactions.

<3 Net revenues include the effects of non-federal debt management. An example of non-federal debt management is the refinancing of EN debt.

<4 Adjusted Net Revenues are calculated by adding Power Services Modified Net Revenues and Transmission Services Net Revenues.

<5 Financial reserves consist of BPA cash, investments in U.S. Treasury market-based special securities and deferred borrowing.

<6 Funded by borrowing from the U.S. Treasury.

<7 There is significant uncertainty regarding the potential results that could occur by the end of the year, mainly a result of water conditions, which may affect net secondary sales,

and short-term market prices.
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Financial Reserves 
Reserves as of the end of March are $1,153 million 
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2015 2016 2017

($ Millions) Power Trans Total

Total Reserves 208     517     724     

Less: Reserves Not for Risk 49       73       122     

Reserves Available for Risk Forecast 159     444     602     

End of FY16 Reserves

Split

($ Millions) Power Trans Total

Total Reserves 149     465     613     

Less: Reserves Not for Risk 128     63       190     

Reserves Available for Risk Forecast 21       402     423     

Q2 - End of FY17 Reserves Forecast

Split
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Executive Summary  

Å BPA will move $70.6 million from Power Reserves For Risk (RFR) to Power 

Reserves Not For Risk (RNFR) in FY17. 

Å These funds could have been originally placed in RNFR but since the $70.6 

million was not being used to pay down federal debt in BP-16, it was left in 

RFR.  

Å BPA has assumed the use of these funds in BP-18 to pay down federal 

debt. 

Å Therefore, the funds are not available for risk mitigation in FY18 or FY19. 

Å Moving $70.6 million from RFR to RNFR increases transparency in the RFR  

balance and accurately reflect funds available for risk mitigation and the 

results of previous years operations. 

 

Regional Cooperation Debt Extension 
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Background  

Å BPA has been paying off federal debt on a dollar-for-dollar basis for all 

Regional Cooperation Debt (RCD) transactions based on the amount of 

Energy Northwest (EN) debt extended. 

Å Due to the timing differences between the EN and BPA fiscal years, there is 

either a plus or minus impact to BPA for the dollar-for-dollar transactions. 

Å This delta is the difference in Federal principal paid and EN principal 

extended.  It nets to zero over time. 

 

Specifics 

Å Over the BPA FYôs 2014 and 2015, BPA and EN extended $646.6 million of 

RCD.   

Å In September of FY 2014 and 2015 BPA made a Federal principal payment 

of $320.6 million and $229.3 million respectively.   

Å RCD extension total = $646.6, Federal Principal; payment total = $549.9,  

delta = $96.7 million less Slice portion of $26.1 million, the remaining delta = 

$70.6 million. 

Regional Cooperation Debt Extension 
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Å The RCD transactions were approved after the Record of Decision (ROD) 

was signed.  Therefore, the net impact of the RCD transactions was not 

assumed in BP-14 rates. 

 

ï Slice customers 

ÅReceived the benefits of the FY14 and FY15 RCD transactions 

through the annual Slice true-up. 

 

ï Non-Slice customers  

ÅDid NOT receive the benefits of the FY14 and FY15 RCD 

transactions through rates.  Rates were based on a revenue 

requirement that did not include the $70.6 million benefit.  

Therefore, $70.6 million was collected based on approved BP-14 

rates and has been held in Reserves for Risk. 

 

BP-14 Regional Cooperation Debt Extension 
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Å BP-16 (FY16 and FY17) 

ï The net impact of the RCD transactions was assumed in rates so both 

Slice and non-Slice customers received the benefits. 

 

Å BP-18 Initial Proposal (FY18 and FY19) 

ï Slice:  The impact of the fiscal year conversion results in increased 

costs in the Slice true up pool.  This is the partial reversal of the benefit 

Slice customers received in the FY14 and FY15 annual true-ups. 

 

ï Non-Slice:  The $70.6m was included as a source to pay down the non-

Slice customersô share of federal appropriations. 

 

 

Post BP-14 Regional Cooperation Debt Extension 
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Å In order to keep the dollar-for-dollar commitment, BPA has modeled the use 

of the $70.6 million for the Federal payment in FY 2018.   

 

Å BPA is moving the $70.6 million from RFR to RNFR because the funds will 

not be available for risk mitigation. 

 

Å Assuming the use of reserves to pay down the $70.6 million federal 

payment reduced the Initial Proposal revenue requirement by $70.6 million 

for non-Slice customers.    

 

BP-18 Regional Cooperation Debt Extension 
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Å Slice customers received large true-up credits associated with RCD transactions in 

FYs 2014 and 2015.  

Å Because the program was approved after the final rates were set for the BP-14 

rate period, the revenue requirement did not include the effect of the differences in 

principal.  As a result, non-Slice customers, not subject to the true-up, paid $70.6 

million into reserves.  The conclusion was to make this payment by the end of the 

approved program in FY 2018.   

Å Starting with the BP-16 rate period, the effects of the RCD transactions were 

embedded in the revenue requirement and affected the base rate rather than the 

true-up. 

Å In FY 2018, the Federal appropriations payment will be much larger than the 

income statement effect of the 2018 RCD transaction because of the fiscal year 

conversion. This effect has been embedded in the BP-18 revenue requirement.  

The Slice base rate is slightly higher because of this, reversing the credit that they 

received in FYs 2014 and 2015.  The non-Slice rate will be credited the $70.6 

million that was accumulated in the same period.  

 

Summary 

23 



MAY 2017 QUARTERLY BUSINESS REVIEW 
This BPA-approved financial information was made publicly available on April 28, 2017. 

FY 2017 Second Quarter Capital Financial 

Results & Forecast 

24 



B O N N E V I L L E  P O W E R  A D M I N I S T R A T I O N  

MAY 2017 QUARTERLY BUSINESS REVIEW 
This BPA-approved financial information was made publicly available on April 28, 2017. This BPA-approved financial information was made publicly available on April 28, 2017. 

25 


